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SUMMARY OF BILL:  Changes the meaning of maximum allowable exemption, as 
it relates to the determination of net taxable estate for the purpose of determining inheritance 
and estate tax, to mean the “applicable exemption amount,” which is defined as the sum of the 
“basic exemption amount” and the “deceased spousal unused exemption amount”.  This 
definition change will apply to net taxable estates of decedents dying on or after January 1, 
2013.          

 

 

ESTIMATED FISCAL IMPACT: 

 
 Decrease State Revenue – Net Impact - $8,328,300 

 

 Increase Local Revenue - $121,500                 
 
  
 Assumptions: 
 

• The meaning of “basic exemption amount” is the maximum allowable exemption as 
provided under current law, which is $1,000,000.    

• The meaning of “deceased spousal unused exemption amount” is the lesser of the basic 
exemption amount, or, the basic exemption amount allowed against the estate of the last 
deceased spouse of the surviving spouse less the amount of the basic exemption amount 
actually applied against the net estate of the deceased spouse.  

• The effect of this change is that the exemption level for certain taxable estates will 
increase above the current $1,000,000 threshold, up to a maximum exemption level of 
$2,000,000.  

• DOR indicates that approximately 240 taxpayers from tax year 2011 would have 
benefitted from the higher exemption level that this bill would allow.  This number is 
assumed to remain constant in subsequent years. 

• The average exemption amount for the 240 benefitting taxpayers is estimated to increase 
from $1,000,000 to $1,500,000 under this bill.   

• Under current law, the net taxable estates applicable to these taxpayers would be 
$500,000 ($1,500,000 value of estate - $1,000,000 current exemption). 

• Pursuant to Tenn. Code Ann. § 67-8-314(2), the applicable inheritance tax due on a net 
taxable estate valued at $500,000 is $30,200 plus 9.5 percent of any excess over 
$440,000.  Therefore, the inheritance tax on a net taxable estate of $500,000, under 
current law, is estimated to be $35,900 {$30,200 + [9.5% x ($500,000 - $440,000)]}.  
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Under this bill, the state would not collect this inheritance tax revenue from 
approximately 243 taxpayers.   

• One-hundred percent of inheritance tax revenue is allocated to the General Fund.   

• The recurring decrease in inheritance tax revenue is estimated to be $8,616,000 (240 x 
$35,900). 

• Fifty percent of tax savings will be spent on sales-taxable goods and services in the 
economy. 

• The current state sales tax rate is 7.0 percent; the average local option sales tax rate is 
estimated to be 2.5 percent. 

• The recurring increase in state sales tax revenue is estimated to be $301,560 ($8,616,000 
50.0% x 7.0%); the recurring increase in local option sales tax revenue is estimated to be 
$107,700 ($8,616,000 x 50.0% x 2.5%). 

• Pursuant to Tenn. Code Ann. § 67-6-103(a)(3)(A), local governments receive 4.5925 
percent of all state sales tax revenue as state-shared sales tax revenue.  

• The net increase in state sales tax revenue is estimated to be $287,711 [$301,560 – 
($301,560 x 4.5925%)]. 

• The total increase in sales tax revenue to local government is estimated to be $121,549 
[$107,700 + ($301,560 x 4.5925%)]. 

• The net recurring decrease in state revenue is estimated to be $8,328,289 ($8,616,000 – 
$287,711).   

 
 

CERTIFICATION: 

 
 The information contained herein is true and correct to the best of my knowledge. 
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